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ALLIED  STORES  CORPORATION 

85  ELLISON  STREET 
PATERSON,  NEW  JERSEY 


April  6, 1937. 


TO  THE  stockholders: 

This,  the  Eighth  Annual  Report  of  your  Compare,  shows  a  consolidated  net  profit  carried  to  surplus  of 
$3,406,448.  This  is  $1,824,689  greater  than  for  the  preceding  year.  Dividends  paid  to  the  stock¬ 
holders  during  the  year  amounted  to  $3,161,740.  Holders  of  preferred  stock  received  $1,051,910  of 
this  amount  and  holders  of  common  stock  $2,109,830.  This  was  the  first  dividend  on  the  common 
stock  of  the  Company  and  consisted  of  a  payment  of  twenty  cents  in  cash  and  one  dollar  (par  value) 
of  the  Company's  5%  Preferred  Stock  on  each  share  of  common  stock. 

Sales  and  Profit  Trends : 

A  comparison  of  sales  volume,  net  profit  before  interest,  and  consolidated  net  profit  for  each  full  year 
of  the  Company’s  operation  follows: 

FISCAL  TEAR  SALES  NET  PROFIT  BEFORE  CONSOLIDATED 


ENDED  JAN.  31 

VOLUME 

INTEREST 

NET  PROFIT 

1930 . 

.  $112,323,306 

$4,492,344 

$4,090,060 

1931 . 

.  104,996,578 

3,155,422 

2,515,844 

1932 . 

.  90,461,762 

4,357 

309,027* 

1933 . 

.  70,865,243 

3,458,318* 

3 ,747,255* 

1934 . 

.  70,828,131 

421,226 

24,745 

1935 . 

.  82,075,720 

1,774,631 

1,127,331 

1936 . 

.  89,935,583 

2,568,806 

1,581,759 

1937 . 

.  103,343,588 

4,926,891 

3,406,448 

1936  was  a  favorable  year  for  retailing.  The  upward  trend  in  price  levels  acted  as  a  protection  against 
inventory  losses  and  resulted  in  an  increased  average  sale.  Increased  industrial  activity  and  shorten¬ 
ing  of  the  hours  of  labor  reduced  unemployment.  The  upward  trend  in  the  price  of  raw  commodities 
increased  the  purchasing  power  of  many  sections  of  the  country  while  higher  wage  levels  and  the 
larger  dividend  disbursements,  resulting  both  from  improved  corporate  earnings  and  the  tax  on 
undistributed  profits,  had  similar  effects.  The  effects  of  these  factors  continue  into  the  current  year. 

Of  the  thirty-four  stores  operated  by  the  Company,  thirty-one  were  profitable  for  the  past  year.  One 
of  the  remaining  three  was  liquidated  during  the  year  and  a  substantial  part  of  the  loss  sustained  was  a 
liquidation  loss  rather  than  an  operating  loss.  In  the  other  two  the  loss  was  nominal  and  in  both  of 
these  cases  the  stores  are  severely  handicapped  by  burdensome  leaseholds. 

Taxes  were  almost  $2,500,000  for  the  year,  approximately  $700,000  greater  than  for  the  preceding 
year.  Social  security  taxes  alone  were  $194,000  and  will  be  in  excess  of  $500,000  for  the  current  year. 

Acquisitions  and  Liquidation: 

In  February  1936,  all  of  the  capital  stock  of  the  corporation  owning  and  operating  the  Guggenheimer 
department  store  in  Lynchburg,  Va.,  was  acquired.  This  store,  although  small,  is  an  outstanding 
institution  in  its  section  of  the  country  with  a  modern  plant  and  an  excellent  reputation  dating  back 
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for  more  than  a  century.  A  new  lease  was  obtained  at  favorable  terms  on  the  real  estate  occupied  by 
this  store.  In  May  1936,  all  of  the  capital  stock  of  The  Polsky  Realty  Company  was  acquired.  This 
company  owns  a  modern  store  building  in  Akron,  Ohio,  built  in  1929  and  occupied  by  The  A.  Polsky 
Company,  a  subsidiary,  under  a  ninety-nine  year  lease, which  was  guaranteed  by  the  Parent  Company. 
The  value  of  the  property  and  the  terms  of  the  lease  made  this  acquisition  a  most  desirable  one.  In 
September  1936,  all  of  the  capital  stock  of  the  corporation  owning  and  operating  the  Dey  Brothers 
department  store  in  Syracuse,  New  York  was  acquired.  Real  estate  occupied  by  this  store  is  wholly 
owned.  The  Dey  Brothers  store  is  the  outstanding  quality  department  store  of  its  vicinity  and  is 
operating  on  a  profitable  basis. 

The  Company  owns  two  subsidiaries  each  of  which  operated  a  store  in  the  same  city  block  in  Cincin¬ 
nati,  Ohio.  Smith-Kasson  was  acquired  in  1934  in  order  to  obtain  a  desirable  leasehold.  The 
anticipated  need  for  this  property  did  not  materialize.  The  operation  of  the  store  did  not  result  in 
a  profit.  An  opportunity  arose  to  sub-lease  the  real  estate  on  a  basis  which  should  result  in  a  profit 
for  a  number  of  years.  The  operating  assets  of  the  store  were  sold  and  the  real  estate  is  now  being 
subleased. 

Working  Capital : 

Net  current  assets  increased  during  the  year  from  $23,442,159  to  $26,783,812.  The  ratio  of  current 
assets  to  current  liabilities  as  of  the  close  of  the  year  was  4.4  to  1. 

Although  there  was  little  difference  in  the  cash  balance  between  the  beginning  and  end  of  the  past 
fiscal  year,  total  current  assets  increased  $5,496,192.  Due  to  improved  sales  volume,  higher  price 
levels  and  the  acquisition  of  additional  units,  the  investment  in  merchandise  inventories  increased 
during  the  year  $2,036,851,  customers'  current  accounts  $961,103,  and  customers’  deferred  payment 
accounts  $2,113,267. 

The  general  upward  trend  in  deferred  payment  accounts  was  mentioned  in  the  last  Annual  Report. 
This  growth  is  based  on  a  relatively  better  sales  trend  in  home  furnishings  merchandise  than  in 
the  more  general  lines  and  also  on  a  tendency  throughout  retailing  to  sell  general  lines  of  merchandise 
on  an  extended  terms  basis.  In  1935  and  early  1936  the  length  of  time  given  by  most  retailers  on 
deferred  payment  sales  of  such  items  as  electric  refrigerators  was  extended  due  to  the  activity  of  the 
Federal  Housing  Administration  in  this  field.  With  the  Federal  Housing  Administration  no  longer 
operating  in  this  field  there  appears  to  be  a  tendency  toward  more  conservative  credit  practices  in 
regard  to  length  of  time  given. 

It  is  the  policy  of  the  Company  to  offer  extended  time  payments  on  general  merchandise  only  when 
forced  to  ao  so  by  local  competitive  conditions.  On  merchandise  of  a  high  unit  sale  character,  having 
a  repossession  value,  the  length  of  time  allowed  for  payment  is  held  to  as  conservative  a  basis  as 
possible,  giving  due  allowance  to  practices  of  local  competition.  Approximately  one-third  of  the 
investment  in  deferred  payment  accounts  is  represented  by  sales  contracts  of  electric  refrigerators  and 
one-half  by  other  home  furnishings  items  having  a  definite  repossession  value.  The  remaining  one- 
sixth  of  the  Company’s  deferred  payment  accounts  represents  sales  of  general  lines  of  merchandise. 

The  reserve  for  possible  losses  on  customers’  accounts  receivable  was  established,  as  in  preceding  years, 
by  an  age  analysis  of  each  individual  account.  All  balances  over  six  months  past  due  on  current 
accounts  and  all  payments  over  one  month  past  due  on  deferred  payment  accounts  are  100%  reserved 
in  addition  to  what  is  believed  to  be  adequate  reserves  on  all  other  balances. 

In  prior  years  certain  subsidiaries  have  followed  an  accounting  practice  of  deferring  the  carrying  charge 
on  deferred  payment  accounts  with  original  terms  of  more  than  one  year  and  taking  such  carrying 
charges  into  income  as  earned  while  in  the  case  of  other  subsidiaries  such  charges  were  imme¬ 
diately  credited  to  income.  Due  to  the  rapid  growth  of  this  type  of  business  it  was  decided  to 
follow  the  more  conservative  policy  in  all  cases.  If  each  subsidiary  company  had  followed  the  same 
policy  as  in  preceding  years,  profits  for  the  year  would  have  been  $221,340  greater  than  that  shown 
herein. 

An  age  analysis  of  merchandise  inventories  as  of  the  close  of  the  year  shows  80.3%  to  be  less  than  six 
months  old  and  93-3%  to  be  less  than  one  year  old.  These  percentages  compare  with  78.7%;  and  91.7%, 
respectively  at  the  beginning  of  the  year.  This  inventory  condition  reflects  the  policy  of  the  Company 
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to  give  special  attention  to  slow  selling  merchandise  and  to  take  all  inventory  losses  as  soon  as 
recognized. 

Plant  and  Equipment: 

The  net  value  of  fixed  assets  was  increased  $3,875,328  during  the  year  after  taking  depreciation  of 
$1,108,823.  Additions  and  improvements  closely  approximated  the  amount  of  depreciation  taken 
while  the  acquisition  of  additional  subsidiaries  resulted  in  an  increase  of  $4,444,800  to  the  fixed  asset 
accounts  and  $392,176  to  the  depreciation  reserve  accounts.  Fixed  assets  of  approximately  $700,000 
were  fully  depreciated  during  the  year  and  were  consequently  taken  out  of  the  asset  and  depreciation 
reserve  accounts. 

A  plant  and  equipment  maintainence  policy  of  constant  improvement  is  being  followed.  Two  stores 
were  completely  air  conditioned  during  the  year  1936.  Air  conditioning  is  now  being  installed  in 
three  additional  stores.  Upon  completion  of  work  now  in  progress  all  of  the  southern  stores  will 
be  air  conditioned. 

Funded  Debt  and  Capital  Structure: 

A  schedule  is  included  herein  showing  details  of  the  funded  debt  of  the  Company  and  subsidiaries. 
A  new  issue  of  4%%  Debentures  due  1951  was  authorized  during  the  year.  $4,500,000  principal 
amount  of  these  Debentures  were  sold  for  cash  to  an  underwriters’  syndicate  headed  by  Lehman 
Brothers.  Proceeds  from  the  sale  of  these  Debenture-  were  used  to  pay  for  the  three  additional  sub¬ 
sidiaries  acquired  and  to  aid  in  the  financing  of  the  increased  investment  in  inventories  and  customers’ 
accounts.  The  total  funded  debt  of  the  Parent  Company  as  at  January  31,  1937  was  $6,813,925  upon 
which  the  annual  interest  requirement  is  $306,626. 

The  refunding  of  the  real  estate  mortgages  of  Jordan  Marsh  Company,  a  subsidiary,  was  referred  to 
in  the  last  Annual  Report  as  having  been  completed  early  in  1936.  Details  of  the  securities  issued 
in  this  refunding  are  shown  on  the  attached  schedule  of  funded  debt.  Subsidiaries  acquired  during 
che  year  had  certain  funded  debts  outstanding  at  the  time  of  acquisition  details  of  which  are  shown 
on  the  schedule.  A  subsidiary  purchased  $627,000  principal  amount  of  Pomeroy  Realty  Company 
bonds  during  the  year  and  pledged  $600,000  principal  amount  of  these  bonds  to  secure  a  $400,000 
long  term  bank  loan. 

The  last  Annual  Report  showed  a  minority  interest  in  the  form  of  preferred  stocks  and  accrued  dividends 
of  Pomeroy’s,  Inc.  in  hands  of  the  public  of  $1,341,820.37.  These  stocks  were  acquired  during  the 
year.  In  the  acquisition  of  certain  of  these  stocks  the  Company  issued  10,200  shares  of  its  own  5% 
Preferred  Stock  in  January,  1937.  17,782  shares  of  the  Company’s  5%  Preferred  Stock  were  also 
issued  in  January,  1937  as  a  common  stock  dividend  in  order  to  conserve  working  capital  and  scill 
avoid  the  necessity  of  paying  excessive  taxes  on  undistributed  profits.  2,213  shares  of  the  Com¬ 
pany’s  5%  Preferred  Stock  were  purchased  by  the  Company  during  the  year  for  the  Company’s 
treasury  and  either  have  been  retired  or  are  available  for  sinking  fund  purposes. 

Conclusion: 

1936  was  another  year  of  continuous  improvement  for  the  Company.  This  was  due  to  a  continued 
improvement  in  general  economic  conditions  and  to  the  efforts  and  loyalty  of  the  13,400  associates 
in  the  stores  and  central  office.  The  improvement  trend  of  1936  continues  into  1937. 

Respectfully  submitted, 


President. 
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ALLIED  STORES  CORPqj  flO> 
Consolidated  Balanu ,  ’t  — 

ASSETS 

Current: 

Cash . . .  $  2,648,966.73 

State,  county,  and  local  warrants,  and  marketable  securities  (at  lower  of  cost 

or  market) .  61,496.51 

Notes  and  accounts  receivable — customers : 

Notes  receivable — insured  to  the  extent  of  approximately 
$70,000  under  contract  with  Federal  Housing  Adminis¬ 
tration  (Note  A) .  $  290,163-04 

Current  accounts .  $10,248,392.98 

Deferred  payment  accounts  (Note  A) .  6,937,246.63 


Total .  $17,185,639.61 

Less-reserve  for  doubtful  accounts .  1,007,868.21  16,177,771-40  16,467,934.44 


Accounts  receivable — suppliers,  operators  of  leased  departments,  etc .  397,353.88 

Deposit,  with  trustee,  for  bond  interest .  23,494.68 

Merchandise  inventories  (including  $1,507,538.92  for  merchandise  in  transit 
and  at  mills) .  15,033,392.03 


Total  current  assets . 

Other: 

Insurance  and  other  deposits,  including  deposits  of  $754.51  for  future  retire¬ 


ment  of  bonds .  $  213,194.08 

Local  investments  and  real  estate  (less  reserve  of  $12,435-27) .  158,667.60 

Deposits  in  closed  banks  (less  reserve  of  $50,753.45) .  27,400.00 

Sundry  notes  and  accounts  receivable .  109,516.21 

Common  stock  of  Allied  Stores  Corporation — 20,000  shares  at  cost  (Note  B)  214,112.50 


$34,632,638.27 


Total  other  assets .  722,890.39 

Permanent  (Notes  C  and  D) : 

Land .  $16,634,306.90 

Buildings  and  improvements .  $  9,272,642.16 

Less — reserve  for  depreciation .  2,068,580.78  7,204,061.38 


Store  fixtures  and  equipment .  $  8,584,636.51 

Less — reserve  for  depreciation .  4,793,999.96  3,790,636.55 


Improvements  to  leased  property .  $  318,924.67 

Less— reserve  for  depreciation .  71,447-35  247,477.32 


Total  permanent  assets .  27,876,482.15 

Deferred: 

Unexpired  insurance  premiums .  $  146,674.31 

Prepaid  rent  and  taxes .  179,247.21 

Inventory  of  supplies .  342,641.84 

Prepaid  service  contracts,  improvements  in  process,  travel  advances,  etc .  96,549.26 

Unamortizcd  portion  of  bond  discount  and  expenses .  262,441.43 


Total  deferred  assets .  1,027,554.05 

Goodwill  and  Other  Intangible  Assets .  1.00 


$64,259,565.86 
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3RP0R  riON  AND  SUBSIDIARIES 

dann  „  :t  —  January  31, 1937 


Current: 


LIABILITIES 


Accounts  payable  for  merchandise,  etc . 

Accrued  accounts . 

Taxes  (other  than  Federal  income  taxes) .  $  1,074,688.01 

Federal  income  and  undistributed  profits  taxes  (estimated) . . .  635,000.00 


$  4,073,833.30 
1,462,555.96 

1,709,688.01 


Principal  amount  of  bonds  to  be  retired  within  one  year  through  sinking  funds  348,000.00 

Installments  on  mortgages  due  within  one  year .  177,500.00 

Notes  payable  to  closed  banks  (in  litigation) .  77,249.01 


Total  current  liabilities .  $  7,848,826.28 


Funded  Debt  and  Long  Term  Obligations: 

Per  schedule,  with  footnotes,  attached .  $19,665,216.00 

Less:  amount  included  in  current  liabilities .  525,500.00 

Total  funded  debt  and  long  term  obligations .  19,139,716.00 

Reserves: 

For  contingencies,  revaluation  of  merchandise,  etc .  $  1,512,581.07 

Miscellaneous .  287,486.23 

Total  reserves .  1,800,067.30 


Unearned  Income  (Note  E) 


427,017.97 


Capital  and  Surplus: 

Preferred  stock — par  value  $100  per  share: 

Authorized  $60,000,000 

5%  Preferred  Stock — cumulative — issued  (Notes  F  and  G)  $23,531,400.00 

Less— in  treasury .  21,300.00  $23,510,100.00 


Common  Stock— without  par  value— stated  at  $1.00  per  share: 

Authorized— 2,500,000  snares 

Issued  —1,778,153  shares .  1,778,153-00 

Surplus  (Note  H): 

Capital .  $  8,390,853.67 

Earned  (from  June  1,  1935  to  January  31,  1937) .  1,364,831-64  9,755,685-31 


Total  capital  and  surplus .  35,043,938.31 


$64,259,565.86 


Note  E  Unearned  income  (except  for  a  nominal  amount  of 
1937  on  customers  conditional  sales  notes  and  deferred  payment 
Note  F  On  or  before  July  1,  each  year,  the  Corpor 
of  Its  5  %  Preferred  Stock  a  r - '  'nor  r  ( - 


es  not  earned  at  January 


than  one  year  from  t¥ie  date  of  sale, 

r.  the  Corporation  under  its  charter  is  obligated  to  apply  as  a  sinking  fund  to  the  purchase  or  redemption 
....  .v-  ,  ,u  »  Jo  of  consolidated  net  earnings  for  the  previous  fiscal  year  after  deducting  dividends  on  its  5%  Preferred 

Stock  and  sinking  fund  requirements  upon  its  Fifteen-Year  4>6  %  Debenture  Bonds,  due  April  1,  1950,  and.  after  all  such  Debenture  Bond1*  have  been 
retired,  a  sum  equal  to  25%  of  consolidated  net  earnings  lor  the  previous  fiscal  year  after  deducting  such  dividends  The  sinking  fund  payment 
due  on  July  I,  1937  amounts  to  $184,357  09  against  which  the  Corporation  has  applied  and  retired  at  cost,  to  wit  $140,000,  as  part  of  such  sinking 
fund  obligation,  2,000  shares  of  5%  Preferred  Stock. 

Note  G  Including  1,994  shares  represented  by  scrip  certificates  for  fractional  shares  of  5%  Preferred  Stock.  Privilege  of  exchange  for  shares 
of  5%  Preferred  Stock,  equal  to  the  aggregate  number  of  full  shares  represented  by  the  scrip  certificates,  expires  at  the  close  of  business  February  l, 
1938,  after  which  date  there  will  be  sold  for  cosh  at  then  prevailing  market  prices  for  the  account  of  the  holders  of  such  scrip  certificates,  the  number 
of  shares  of  5%  Preferred  Stock  of  the  Corporation  represented  by  the  total  scrip  certificates  outstanding  at  the  date  stated,  and  thereafter  the  holders 
of  the  scrip  certificates  upon  surrender  thereof  will  be  entitled  to  receive  their  pro  rata  shares  of  the  net  proceeds  of  such  sale.  Such  scrip  certificates 
do  not  entitle  the  holders  to  dividends  or  interest  or  any  other  rights  of  a  stockholder. 

Note  H:  Upon  the  basis  of  treating  $21,300  par  value  5%  Preferred  Stock  in  the  treasury  as  though  retired. 

Note  /:  Contingent  liabilities  of  subsidiaries: 

1.  As  endorsers  on  notes  receivable  discounted  at  banks  and  loan  companies — $1,430.34. 

2.  As  guarantor  on  o  note,  the  proportionate  share  of  which  liability,  if  any,  would  not  exceed  $18,000. 

Note  J :  Unused  balance  of  a  letter  of  credit  of  a  subsidiary  company  amounted  to  $164,929  47. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Consolidated  Income  for  the  Fiscal  Year  Ended 
January  31,  1937 

(Including  operations  of  subsidiaries  acquired  during  the  year  from  dates  of  acquisition  only) 


net  sales  (including  leased  departments) .  $103,343,588.31 

Cost  of  goods  sold .  67,479,344.76 

Gross  profit  (Note  A ) .  $35,864,243.55 


Operating  Expenses : 

Administrative,  buying,  occupancy,  publicity,  selling  and  general  expenses, 

including  provision  for  bad  debts— less  income  from  carrying  charges .  $30,020,654.38 

Provision  for  depreciation .  1,108,822.60  31,129,476.98 

Net  operating  profit  before  interest  .  $  4,734,766.57 


Other  Income: 

Miscellaneous  other  income  (including  profit  of  $45,000  from  sale  of  leasehold)  $  240,587.25 

Less — other  deductions  (including  $15,950.88  for  expenses  incidental  to  sub¬ 


leasing  property  of  a  subsidiary  in  process  of  liquidation) .  48,463.02  192,124.23 

Net  profit  before  interest .  $  4,926,890.80 


Interest  On: 

Debenture  bonds  of  the  Corporation  (including  $6,134.70  amortization  of 

bond  discount  and  expense) .  $  228,302.57 

Mortgage  bonds  and  mortgages  (including  $8,223.93  amortization  of  bond 

discount  and  expense) .  577,776.89 

Other  long  term  obligations  and  current  indebtedness .  55,725-72  861,805.18 


Net  profit  before  federal  taxes  on  income  and  dividends  on  preferred  stock  of 

Pomeroy’s,  Inc . 

Provision  for  estimated  Federal  taxes  on  income: 


Normal  income  tax .  $  605,500.00 

Surtax  on  undistributed  profits .  21,500.00 


$  4,065,085.62 
627,000.00 


Net  profit  before  guaranteed  dividends  paid  on  third  preferred  stock  of  Pomeroy's, 

Inc .  $  3,438,085-62 

Guaranteed  dividends  (at  the  rate  of  5%  per  annum)  paid  on  third  preferred  stock  of  Pomeroy’s, 

Inc.  prior  to  date  of  acquisition  of  such  stock  by  the  Corporation .  31,637-50 


Consolidated  net  profit  ( Note  A) .  $  3,406,448.12 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Earned  and  Capital  Surplus  for  the  Fiscal  Year  Ended 
January  31,  1937 

Earned  Capital 

Balance— January  31,  1936 .  $  994, 824.12  $  8,351,838.68 

Add: 

Consolidated  net  profit  for  the  fiscal  year  ended  January  31,  1937  .  3,406,448.12 

Cancellation  of  sundry  reserves  no  longer  required .  24,487-52 

Discount  on  bonds  of  subsidiary  company .  125,300.00 

Discount  on  repurchase  of  5%  Preferred  Stock  of  Allied  Stores  Corporation _  60,208.00 


$  4,526,572.24  $  8,436,534.20 

Deduct: 

Cash  dividends  paid  on: 

5%  Preferred  Stock .  $  1,051,910.00  $ 

Common  Stock .  351,630.60 

Dividend  paid  on  Common  Stock  in  5%  Preferred  Stock  (including  47/100 

of  a  share  to  equalize  exchange  of  scrip  certificates  for  full  shares) .  1,758,200.00 

Premium  (net)  on  repurchase  of  preferred  stocks  of  subsidiary  companies. .. .  45,680.53 


$  3,161,740.60  $  45,680.53 


Balance— January  31,  1937 .  *$  1,364,831.64  $  8,390,853.67 


•Upon  the  basis  of  treating  $21,300  par  value  5  %  Preferred  Stock  in  treasury  as  though  retired. 

Statement  of  Reserve  for  Contingencies ,  Revaluation  of  Merchandise,  etc.,  for  the 
Fiscal  Year  Ended  January  31, 1937 

Balance— January  31,  1936 .  $  1,234,446.46 

Add: 

Increase  in  equity  in  Pomeroy's,  Inc.  by  accumulated  dividends  attaching  to 
preferred  shares  of  that  Company  purchased  by  the  Corporation  during  the 

year .  $  95,020.37 

Excess  of  equity  in  net  assets  of  subsidiaries  at  dates  of  acquisition  over  cost  of 

investments .  180,472.41 

Cancellation  of  miscellaneous  reserves  previously  provided  out  of  reserve  for 
contingencies .  2, 641. 83  278,134.61 


Balance— January  31,  1937 .  $  1,512,581.07 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 

Funded  Debt  and  Long  Term  Obligations— January  31, 1937 


Amount 

Authorized 

h 

Indenture 


Amount  in  Amount 

Treasury  of  Outstanding 

Corporation  as  per 
„  and  Consolidated 

Sinking  Subsidiaries  Balance 

Fund  Consolidated  Sheet 


Amount 

Through 


Allied  Stores  Corporal 


Subsidiaries: 

Jordan  Marsh  Compjr 


Pomeroy  Realty  Company 


Dcy  Brothers  &  Co. 

The  Polsky  Realty  Company 
The  Titche-Gocttingcr  Company 
Joske  Bros.  Co. 

Joske  Bros.  Co. 

Pomeroy  Realty  Company 
C.  F.  Hovey  Company 


$182,020(1)  $836,615  $4, 440  $2,313,925 

5,500,000(2)  None  None  4,500,000 


Dcy  Brothers  &  Co. 

C.  M.  Guggcnhcimcr  Corporat 


Fifteen-Year  4jj>% 

Debenture  Bonds 
due  April  1,  1950. .  $3,337,000 

4J'2%  Debentures  due 
1951 .  10,000,000 

Mortgage  Bonds 

First  Mortgage  and 
First  Lien  4Js% 
Fiftccn-YcarSinking 
Fund  Bonds  due  1951  6,000,000 

First  and  General 
Mortgage  6%  Sink- 
ing  Fund  Gold 
Bonds  due  1951....  3,900,000 

Real  Estate  Mortgages 

Due  1939 . 

Due  1945 . 

Due  1944 . 

Due  1938 . 

Due  1940 . 

Due  1939 . 

Due  1951 . 


Long  Term  Notes 

Due  1938  to  1940. .. .  (Secured  by  $600,000  principal  amount  of  Pomeroy 
Realty  Company  First  and  General  Mortgage  6% 
Sinking  Fund  Gold  Bonds  due  1951) 

Due  1938  to  1940. ... 
un  Due  1938  to  194S. . .. 


Principal 

Amount  of  Installments 

Bonds  to  be  of  Mortgages 

Retired  Within  and 
One  Year  Long  Term  Notes 

Through  Due  Within 

Sinking  Fund  One  Year 


700,000(3)  260,400  685,500(4)  2,254,100  Note  D 


758,000  Note  E  50,000 

1,275,000  45,000 

900,000  50,000 

508,000  None 

68,250  19,500 

500,000  None 

69,500  5,000 


$19,665,216  $343,000 


434  %  Debenture  Bonds,  due  April  1.  1950,  outstanding  at  the  balance  sheet  date, 

(3) Authcnticated  and  held  in  escrow. 

(4)  Owned  by  Pomeroy's  Inc.  of  which  $600,000  principal 
the  purpose  of  purchasing  said  bonds. 

Note  A  The  Indenture  rclat 
to  15%  of  consolidated  net  earnings 
to  the  trustee  by  the  Corporation  or 
the  sinking  fund  requirement. 

Note  D  The  Indenture  relating  to  4J4%  Debentui 

price  of  334%  of  the  greatest  aggregate  princip"' - - 

,mv  - ts  to  $1  51,500  which  includes  a  pi 


in  substitution  for  Fiftccn-Ycar 


pledged  with  a  bank  as  collateral  for  a  loan  of  $400,000,  such  loan  having  been  effected  for 


o  $510,967  against  which  $608,850 
were  called  for  redemption  in  anticipation  of 


in  said  bonds,  if  called  for  redemption. 


Note  C  The  Indenture  relating  to  First  Mortgage  and  First  Lien  4J5  %  Fifteen-Year  Sinking  Fund  Bonds  provides  for  a  payment  foe'rtftittrCst  and  sinking  fund  o 
$227,000  on  February  15.  1937,  and  semi-annually  thereafter.  These  bonds  are  guaranteed  as  to  principal  and  interest  by  another  subsidiary  of  the  Corporation. 


n  sinking  fund  requiring  | 


Note  D  The  Indenture  relating  to  First  and  General  Mortgage  6 %  Sinking  Fund  Gold  E 

$77,500  annually,  plus  an  amount  e^•',■•-, - : - ' - ’ - •  J 

fund  requirement  for  the  fiscal  yea 
subsidiary  will  be  applied  against  tf 

Note  E:  The  real  estate  mortgage  for  $758,000  and  notes  payable  totaling  $142,000  given  by  Dcy  Brothers  Co  are  under  contract  to  be  replaced  by  a  new  mort¬ 
gage  for  $900,000.  ‘1  he  new  mortgogc  is  to  provide  for  semi-annual  payments  of  $25,000  during  the  first  three  years  and  of  $20,000  thereafter  until  maturity  dute  (1940) 
at  which  time  the  balance  of  $490,000  is  poyablc.  Since  the  mortgage  for  $900,000  is  now  pending  execution,  the  semi-annual  payments  totaling  $50,000  due  within  one 
year  are  included  In  current  liabilities.  Allied  Stores  Corporation  will  guarantee  to  the  holder  of  the  new  mortgage  during  the  term  of  the  loan  the  payment  by  Dcy  Brother) 
Oi  Co.  of  interest  and  real  estate  taxes  and  of  amortization  payments  on  principal  but  not  the  final  principal  payment  of  $490,000. 
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ERNST  &  ERNST 

NEW  YORK 

19  RECTOR  STREET 


April  6,  1937. 

Allied  Stores  Corporation, 

Paterson,  N.  J. 

We  have  made  an  examination  of  the  consolidated  balance  sheet  of  Allied 
Stores  Corporation  and  its  subsidiary  companies  as  at  January  31,  1937,  and  of  the 
statements  of  consolidated  income  and  surplus  for  the  fiscal  year  ended  at  that  date. 
In  connection  therewith,  we  examined  or  tested  accounting  records  of  the  companies 
and  other  supporting  evidence  and  obtained  information  and  explanations  from 
officers  and  employees  of  the  companies;  we  also  made  a  general  review  of  the 
accounting  methods  and  of  the  operating  and  income  accounts  for  the  year,  except 
those  of  subsidiaries  acquired  during  the  year,  as  to  which  our  review  was  for  the 
period  subsequent  to  acquisition.  We  did  not  make  a  detailed  audit  of  the  trans¬ 
actions  of  any  of  the  companies. 

Sufficient  provision,  in  our  opinion,  has  been  made  for  doubtful  customers 
accounts.  The  inventories  of  merchandise  were  certified  to  us  by  the  store  manage¬ 
ments  as  to  condition  and  salability  and  to  have  been  valued  with  respect  to  mer¬ 
chandise  in  stores  at  not  in  excess  of  the  lower  of  cost  or  market  by  the  retail  inventory 
method,  with  respect  to  inventories  (comparatively  small  in  total)  not  taken  under 
the  retail  inventory  method  at  cost,  and  with  respect  to  merchandise  in  transit  or 
at  mills  at  the  lower  of  cost  or  market.  We  made  tests  of  the  application  of  the 
retail  inventory  method  and  of  the  related  computations. 

Reasonable  provision  has  been  made,  in  our  opinion,  for  depreciation  accruing 
during  the  year  by  a  charge  against  operations,  based  upon  the  same  policies  and 
rates  followed  in  preceding  years. 

Provision  has  been  made  for  all  ascertained  liabilities  at  January  31,  1937  and 
reserves  have  been  provided  for  other  contingent  requirements. 

In  our  opinion,  based  upon  our  examination,  the  accompanying  consolidated 
balance  sheet  and  related  consolidated  statements  of  income  and  surplus  fairly  present 
the  financial  position  of  the  combined  companies  at  January  31,  1937  and  the  results 
of  their  operations  for  the  fiscal  year  ended  at  that  date.  Further,  it  is  our  opinion 
that  the  statements  have  been  prepared  in  accordance  with  accepted  accounting 
principles,  and,  except  for  the  change  in  accounting  for  carrying  charges  on  deferred 
payment  accounts  as  set  forth  in  Note  A  to  the  statement  of  consolidated  net  income, 
on  a  basis  consistent  with  the  preceding  year. 

ERNST  &  ERNST, 

Public  Accountants. 
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STORES  OWNED  BY  ALLIED  STORES  CORPORATION 

JORDAN  MARSH  COMPANY  -------  Boston,  Mass. 

C.  F.  HOVEY  COMPANY  - . Boston,  Mass. 

L.  S.  DONALDSON  COMPANY  ------  Minneapolis,  Minn. 

THE  BON  MARCHE  ---------  Seattle,  Wash. 

THE  GOLDEN  RULE . -  -  -  -  St.  Paul,  Minn. 

THE  ROLLMAN  &  SONS  COMPANY  -----  Cincinnati,  Ohio 

JOSKE  BROS.  CO. . -  -  -  -  San  Antonio,  Texas 

HERPOLSHEIMER  COMPANY . Grand  Rapids,  Mich. 

THE  TITCHE-GOETTINGER  COMPANY  -----  Dallas,  Texas 
O’NEILL  &  COMPANY,  INCORPORATED  -  Baltimore,  Md. 

DEY  BROTHERS  &  CO.  -------  Syracuse,  N.  Y. 

QUACKENBUSH  COMPANY  -  - . Paterson,  N.  J. 

THE  A.  POLSKY  COMPANY  -------  Akron,  Ohio 

POMEROY’S,  INC.  ---------  -  Reading,  Pa. 

Harrisburg,  Pa. 
Wilkes-Barre,  Pa. 
Pottsville,  Pa. 

THE  MOREHOUSE-MARTENS  COMPANY  -  Columbus,  Ohio 

THE  JAMES  BLACK  DRY  GOODS  COMPANY  -  -  -  Waterloo,  Iowa 

RUDGE  &  GUENZEL  COMPANY  ------  Lincoln,  Nebr. 

MAAS  BROTHERS,  INC.  -  - . Tampa,  Florida 

THE  MEYER’S  COMPANY  -------  Greensboro,  N.  C. 

THE  L.  H.  FIELD  COMPANY  - . -Jackson,  Mich. 

F.  N.  JOSLIN  COMPANY  --------  Malden,  Mass. 

THE  MULLER  COMPANY,  LIMITED  -----  Lake  Charles,  La. 

C.  M.  GUGGENHEIMER  CORPORATION  -  Lynchburg,  Va. 

LOUIS  SAMLER,  INC.  (THE  BON  TON)  -----  Lebanon,  Pa. 

A.  E.  TROUTMAN  COMPANY  ------  Greensburg,  Pa. 

Indiana,  Pa. 

(The  Troutman  Company)  ------  Connellsville,  Pa. 

(The  Troutman  Company) . DuBois,  Pa. 

(S.  P.  Reed  Co.) . -  Latrobe,  Pa. 

(Troutman-Reieer  Co.)  --------  Butler,  Pa. 
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